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chief, 8/tF © D/P 20 June 1955
Cnief, D/%

C¥EP Drafting Group on Tcomomie Dsfense Policy Imviaw, Staff Studies

i8, *Differentials Between U.9%. and 'mltilsterelsControls”, and #19,

“¥ote on the Brlance of Payments of the Yuronean Soviat Rloc with the
Yree Yorid"

Attzched are coplss of sublect reports which were recalved
on June 30, 19855 at 2:30 P, H. for coordimation im CRR., As a matter
of interest, 414 your branch porticipate in Staff Study 519t

the Dodge Connell Drafting Group is scheduled to mset in slmost

continuons session to reviev the Staff Studies ne rapidly as they
becone mvailabls,

In ordsr to Dde useful, review by your Branch shomld de made
almont immedintely. 25X1A9%a

Comments may bs sent or telenhoned to _

Doow 2N3 Central Pnilding, extansion 2845, as soon =s rowsible,
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STANDARD FORM NO. 64

O]ﬁce Memomndum « UNITED STATES GOVERNMENT

TO
THRU
FROM

: Chief, D/E : w DATE: 23 June 1955
: Chief, D/S :

Chief, s/TF'/égﬂm/ ' » ’0‘

SUBJECT: Requested Comments on Staff Study #19 "Note on the Balance of

Payments of the Europesn Soviet Bloc with the Free World"

1. Steff Study #19 consisting of notes and a balance of payments
teble was based on a draft version of EIC-P-5. Some of the date in
EIC-P-5 have been revised and the approved version, the short-title of
which is FIC-R-11 , will appear in print withir a few weeks. We re-
viewed Staff Study #19 2nd drew up a list and a revised table reflecting
the changes in data. Thesc chenges appear as attachment A to this
memcrandun,

2. In addition to these changes we suggest that consideration
be given to the followlng substantive points:

&. On page 2, paragraph 1, line 8, the following statement
is made:"In 1954 this deficit almost certairly increased". Recorced
trade date indicate that 1954 Europesn Soviet Bloc exports C.I.F. Free
World ports amcunted tc 1,440 million and inmports F.C.B. Free World
ports amcunted to 1,485 million. When exports are adjustec tc F.C.E.
values the Bloc trade deficit is in excess of $185 million. The Eloc
certainly incurred a deficit on shipping in 1954. The deficit on trade
and shipping in 1954 cen be characterized as substantial relative tc the
deficit incurred in the 1950-1953 period. We suggest that line 8 be
changed to read "Tentative enalysis of dete indicates a substantial

increase in the trade and shipping deficit in 1954".
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b. On page 2, paregraph 3, line 1 the following statement
appears: "Sales of gold to the Free World, mainly by the USSR, account
for roughly $100 million annuslly in 1949-1952, ____ ", A reewsmination
of available intelligence on Bloc gold sales indicates that the gold
sales in 1950-1952 were made by the Eurcpean Satellites; data for 1949
do not permit a firm conclusion although if sales of 100 million took
place they were probably made by the Satellites; and the seles in 1953
and 1954 were made by the USSR, It is, therefore, suggested thet line 1
and line 2 of this paragraph be changed to read as follows: ©Sales of
gold to the Free World, mainly by the European Satcllites, acccunt for
roughly #1C0 million anrmelly in 1949-1952. 1In 1953 the USSR's gold
seles amounted to $120 million., It is estimated thet the USSR sold

. approxirately $125 million of gold in 1954.

¢. Beginning on page 2 and continulng on page 3 the following

(4

parenthetical stetement is made: "These figures are estimates with perhaps
tne largest margin of error of any of the figures presented in Table 1.
This stetement refers to the gold sales estimate. This estimate was the
only estimate for which it was possible to obtair a margin of error. It

is believed that a greater percentage nergin of error may exist in some

of the other estimates and perheaps a greater absclute margin of error

may exist in the import and export figures. It is suggested that the

parenthetical statenment be deleted.
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d. On page 3, paragraph 1, lire 2, the fcllowing ststeoment is
mades "As copitel trancfers decreased in 1953 sales of gold increased,
but not by as large an amount", This stetement is somewhet ambigucus. It
is assumed that the implied compariscn is betweer the year 1948 and 1953.
A clarified version of this occurrence would be as follows: YAs net
capital trensfers dwindled to insignificance in 1953 compared to earlier
years of the period they were replaced by increasing gold sales.

e. It is suggested thet the following sentences be added to
paragraph 2, page 4. "Another conclusiocn which could be drawn from these

- K. rnste L,
figures is that in the absence of ;&§;;Zi—imper%s, bloc import surpluses
can be maintained end financed only by the sale of gold."”

f. It is suggested that the final paragraph, beginning on page
4 and extending to page 5 be deleted for the following ressons: It is
known that the USSR loaned Czechoslovskia in 1248, 1949 and 1950 gold
and Free World currencies. Similar loans were mmae in the period to

Eost Gerneny.
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ATTACHMENT A

1. Page 1, par. 2, line 6, resd "EIC-R-11" instead of "EIC-P-5".

2. Page 2, par. 1, line t read "the bloc's deficit on éhipping account
is estimated at Q to §_5_g million" instead of "the bloe's deficit
on shipping account is estimated at $25 to $50 million."

3. Page 2, par 1, line 7 read "and $60-80 million in 1951-1953" instead
of $70-90 million,."®

4. Page 6, Table 1, use the attached table instead of the one in the
staff study. ~
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Table 1

BALANCE OF PAYMENTS OF THE EUROPEAN SOVIET BLOC WITH THE FREE WORLD
1948 - 193
(In millions of U.S. dollars) a/

1948 1949 1950 1951 1952 PMw
m Exports, F.0.B. Mﬂs ?3% o) W,mwm wmmm 1,013 W.%m ‘wwwm W,wwm
S Imports, Fi0.B. (Free World Ports - - - - -
S w&.bboo of Trade lr..mm lmHﬂ. - 6 LI-.WI IP-.wJﬂ LUH
5 Shipping Receipts , 51 Lo 35 50 ko 3k
e Shipping Payments -104 -86 =65 -90 -62 -58
8 Balance of Shipping <53 =y =30 =I5 22 =2k
b, Balance of Trade and Shipping -1 -189 -36 -82 -59 -68
<
== Capital Movements and Transfers (Net)
m Finnish Reparations and Payments for former German Assets 96 T7 35 54 36 0
Swedish Deliveries under 1946 Losn Agreement 16 13 15 29 33 2
“Lu Private Remittances from the United States 51 29 15 18 1k 17
o Czech Drawing on the International Monetary Fund 6
< Compensation Payments for Nationalized Properties -16 -19 -13 -12
© Polish Repayment of 1945 Swedish Loan -2 -5 -3 -3 -3 -3
2 Balance of Capitel Movements and Transfers o7 r “6 15 &7 -
S Changes in Gold and Foreign Exchange Holdings
S Changes in U,S. dollar balances 52 n 6 7 1 1
Q& Changes in Continental Burcpean Balances -h6 12 19 18 26 12
3 Changes in Other Balances 17 v/ -17 b/ -10 1
A Changes in U,S, Currency Holdings 1 -1 10
© Sales of Gold 0 100 ¢/ 91 100 86 wwm
s Net change in Gold and Foreign Exchange Holdings ) -2 165 55 152
L
o Errors and Omissions k9 -lg -115 =122 =110 =107
Q
>
m. : SIGRS: Minus (-) indicates an outflow of funds; no sign, which 18 in effect & plus sign, indicates a source of funds, In the case of gold and
AP foreign exchange holdings, no sign indicates sales of gold by the Bloc, a reduction in foreign assets, or an increase in lisbilities to

foreign countries; a minus sign indicates the opposite in each case.
8 Data for the most part were converted from original currency units to US dollar equivalents on the basis of rates published by the Inter-
nationsl Monetary Fund. Where these were not available, rates based on information from the countries involved were nuom.o

b. Argentina had & commercial surplus of $17 million with Rumania in 1948. This Rumanian debt was repaid by & gold &
Ce Data on the volume of gold sales in 1949 are temuous.
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